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CUBA'S IMMINENT BANKRUPTCY. 



BY EDWIN F. ATKINS. 



It is now three years since the United States Government took 
charge of Cuba. During that -time order has been restored, 
schools have been established throughout the Island, cities have 
been put in good sanitary condition as far as surface cleansing can 
do so, contagious diseases, including yellow fever, have been 
almost stamped out, and an effective customs revenue system has 
been established and enforced. 

Only those who have been upon the spot and who have watched 
the progress made, from month to month, can appreciate the un- 
tiring energy and executive ability of Governor-General Wood and 
the thoroughness of the work of the army officers in charge of the 
various departments. The patience and perseverance of these 
men, often exercised under most trying conditions and with no 
thought of reward other than that accorded to the soldier whose 
duty has been well done, cannot fail to arouse both respect and 
admiration for the United States Army in the mind of the care- 
ful observer. 

All that the administrative arm of the Government (as repr- 
esented by the Army) could do for the benefit of Cuba has been 
well and thoroughly done up to the present time ; the responsibil- 
ity for her future welfare now rests upon Congress. 

The economic conditions of the Island call for prompt and 
decisive action, or Cuba will be bankrupt before it can be turned 
over to its Independent Government, and its population, deprived 
of employment, will again be in a fit state for rebellion against 
any established government. 

While the President of the United States, in his capacity of 
Commander of the Army and Navy, has full poweT to regulate 
the affairs and adjust the custom-house revenues of Cuba through 
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the War Department during the period of military control, that 
power does not extend over the customs revenues of the United 
States, and o^ly Congress can change or modify the established 
tariff rates. 

The extreme protection accorded to domestic producers of 
sugar under the Dingley tariff and the annexation of the Sand- 
wich Islands and Porto Eico have largely aided in bringing about 
a most serious crisis of affairs for Cuba, which, although it is 
under the military government of the United States, is in all other 
respects treated as a foreign country. 

The present economic condition of Cuba is most serious. The 
price of New York, duty-paid, centrifugal sugars of 96 per cent, 
purity, which grade of sugar forms the market standard of cane 
sugars of the world, has now fallen to the extremely low figure of 
3.75 cents. When the duty of 1.68$ cents is deducted, 2.06$ cents 
remain as the bond value of Cuban sugars in New York, while the 
same grade of sugars from the Sandwich Islands and Porto Rico, 
as well as the domestic product of New Orleans, has the duty 
paid value of 3.75 cents per pound. 

The bond price of sugars last January was 2.69 cents; conse- 
quently, the decline since that time has been five-eighths of a 
cent per pound. 

The price at which Cuba sold her past crop between January 
1st and July 1st averaged 2.44 cents per pound in New York, 
which showed a decline from the previous year of about a quar- 
ter of a cent per pound. 

Prom the present bond value in New York, 2.06$ cents, must 
be deducted a tenth of a cent for ocean freights and a quarter of 
a cent for shipping charges in Cuba, including packages, storage, 
lighterage, shipping commission, etc., so that there remains only 
1.71$ cents per pound. 

This figure of 1.71$ cents per pound in United States currency, 
or its equivalent in Spanish money, is all that the Cuban planter 
now gets for his sugars, delivered at a port where they are salable; 
and out of that mentioned sum he must pay the inland transpor- 
tation to the shipping port. As the duty upon these sugars under 
the Dingley bill is 1.68$ cents per pound, it amounts upon the 
present value to just about 100 per cent, upon the planter's price, 
which is now far below the average cost of production. 

With a declining market for his sugars, the Cuban manufac- 
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turer Has also had to contend with an advanced cost in his labor. 
He is now paying for labor double the price paid in the large 
beet sugar producing countries, such as Germany and Austria, 
double the rates that are paid in Porto Eico, and eight times the 
rates that are paid in Java, with all of which countries he has to 
compete in the New York market. 

Owing to the bounty systems of Continental Europe, Cuba's 
sugars, as well as sugars of other cane producing countries, are 
practically shut out from the British market and have to seek 
an outlet in the United States, Java, being the only important 
exception, now sending over one-quarter of her crop to China. 
There is but the smallest hope for Cuba through any material im- 
provement in prices, for the following reasons: 

The total world's crop of sugar for the year ending October 
1st, 1901, was 9,581,000 tons, showing an increase over the pre- 
vious year of 1,123,000 tons, a figure far in excess of the increased 
consumption; during the same period the visible stocks of sugar 
had nearly doubled, and the decline in New York was one and a 
quarter cents per pound. The estimated increase in the world's 
crop for the coming year is 800,000 tons, which, if realized, will 
show a total output of 10,300,000 tons. 

All the beet sugar countries of Europe are now producing 
far in excess of their own requirements and of those of Great 
Britain, and their exports, particularly those of Russia, have 
already driven cane sugars out of the Italian and Turkish mar- 
kets, and the surplus beet crop must either find an outlet in the 
United States or be added to the world's stock. 

The consumption of the United States for the year ending 
January 1st, 1901, was 2,220,000 tons. For the current year it 
may be estimated at 2,330,000 tons. Against this requirement 
the supply of free sugar, as estimated for the crops now under 
way, is as follows : 

Tons. 

Hawaii 320,000 

Porto Rico 120,000 

Louisiana and Texas 300,000 

Domestic beets 160,000 

390,000 

Thus our requirements of foreign sugar would be but 1,440,000 
tons. 

The supply of duty-free sugar as compared with the require- 
ments for consumption will be about thirty-nine per cent. 
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Owing to the bounty systems of Europe, their beet sugars can 
be sold in the markets of Great Britain at considerably below the 
cost of production. There being no such countervailing duty 
in England as there is in the United States, this naturally throws 
the cane sugar supply of the world upon the United States mar- 
kets, together with the excess of the beet sugar crop. 

Against the above-mentioned requirements of foreign sugars 
by the United States, say 1,440,000 tons, we have the following 
estimated supplies of cane sugar alone: 

Tons. 

Ouba, estimated crop 800,000 

British West Indies 269,000 

Santo Domingo 50,000 

South America, for export 150,000 

Java 700,000 

Egypt 90,000 

2,059,000 

A very small proportion of the aggregate of the above-men- 
tioned cane sugar can find an outlet either in Great Britain or 
the Orient; and with the balance, as well as with the excess of 
the European beet crop, Cuba must compete in the markets of 
the United States. 

As Germany is by far the largest sugar-producing country of 
the world, the price of the New York market has for many years 
past followed that of Hamburg, and been sustained at a parity 
with it; now the effect of so large a prospective supply of duty- 
free sugar is already being shown by the bond price of the New 
York market dropping below that of Hamburg. 

Germany is now producing 2,000,000 tons, nearly three times 
her requirements for consumption, and is making desperate 
efforts to hold her export trade; to this end, a syndicate of manu- 
facturers and refiners has been in operation for some time past 
for the purpose of maintaining prices of her domestic consump- 
tion at as high a point as the import duty upon sugars will allow, 
thus enabling them to export at prices which otherwise would 
entail a considerable loss. 

The operations of this syndicate, known as the "Kartel," are 
quite apart from the export bounty paid by the German Gov- 
ernment; and, together with the bounty, the German manufac- 
turers are enabled to ship their surplus abroad at fully one-half 
cent a pound below their cost of production. Against the Gov- 
ernment export bounty the United States protects itself by a 
countervailing duty; against the "Kartel" there is no protection. 
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Europe, principally Germany, sent us last year about 400,000 tons 
of raw beet sugar. 

Tbe same bounty system prevails in Austria, Holland, France, 
and Eussia. A recent German trade circular, in speaking of the 
system prevailing in Eussia, makes the following comment: 

"The Russian consumer not only covers the cost of production, 
the excise, and the additional tax, but also pays the export profits, 
dividends to the planter and sugar manufacturer, and besides is re- 
funding the losses on exports to foreign countries." 

There are left but two important consuming countries in the 
world, Great Britain and the United States. From the markets 
of Great Britain Cuba is excluded by reason of the various bounty 
systems of Europe, where, to illustrate with Germany as a seller, 
she has to meet a price, which, at present figures, is fully half a 
cent a pound less than cost of production. 

In the United States market she has to meet the same Ger- 
man competition at a price a quarter of a cent a pound below 
cost of production, and against the domestic production of the 
United States she is met with a specific duty, which now amounts 
to one hundred per cent, upon present value of the sugar to 
her planters. 

Through the recent Piatt law, Cuba is virtually prohibited 
from making any trade treaties, which possibly might help her 
situation, with any country other than the United States. 

In order to carry out the spirit of the Teller resolution in- 
cluded in our bill of Declaration of "War against Spain, which 
declared the intention of the United States to be the establish- 
ment of an Independent Government in Cuba, the United States 
is now preparing to withdraw her troops from the Island, leaving 
the management of Cuban affairs in the hands of the Cuban 
people. The property interests of the Island are largely in the 
hands of foreigners, Spanish, American, English and German. 
These classes, while holding probably three-quarters of the prop- 
erty of the Island in the form of direct ownership, mortgages 
or open accounts, are entitled to no vote or representation in the 
political affairs of Cuba; to the protection of this property the 
United States is morally pledged under the Treaty of Paris. 

Under the rulings of the military government of the United 
States, the franchise has been restricted by a property and educa- 
tional qualification, but under the constitution recently adopted 
by the Cuban people universal suffrage was granted. 
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The census of Cuba taken in 1899 by the United States mili- 
tary officials showed a total population of about 1,500,000 souls, 
some five-eights of the adult population being unable to read or 
write; whether under a majority rule a stable government can be 
permanently maintained and property adequately protected with- 
out interference by the United States, remains to be proven. 

Under the present military administration, their customs 
revenue, which is practically the only method of taxation, 
amounts to some $15,000,000. This sum is unquestionably re- 
quired for the proper administration of public affairs and for 
carrying out the plans of the military government for the educa- 
tion of the Cuban people and for public improvements. Looking 
back to the Spanish budget of 1895-1896, we find the estimated 
revenue of the Island to have been $24,753,000 (although yielding 
less), of which the Custom House revenue was estimated at 
$11,890,000, the balance being from direct taxation, lotteries and 
internal revenue stamp taxes. 

In the year of 1895 the agricultural products of the Island 
were approximately $100,000,000 in value. 

Through decreased crops in consequence of the insurrection 
and the war, combined with the great shrinkage in values during 
the past few months, taxation as compared to crop values, as 
representing the paying capacity of the people, now bears quite as 
high a ratio as under Spanish rule. 

It is evident that the sugar industry of the world is rapidly 
approaching a crisis, which cannot fail to most seriously effect 
Cuba at a time when she will be most in need of revenue; for a 
financial crisis there must diminish importations and conse- 
quently the customs revenue. To withdraw our troops and pro- 
tection in order to establish an independent government, while 
maintaining our present tariff against her products, would be to 
invite failure at the very commencement of her independence. 

Cuba's crop commences in December; her troubles will be 
upon her at once. There is no time for a discussion of reciprocity 
between our incoming Congress and a Cuban Government yet 
to be established. Only prompt and decisive action on the part 
of Congress can save Cuba from the direst disaster. 

Edwin F. Atkins. 
Boston, November 4, 1901. 



